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BIOINVENT INTERIM REPORT 

1 JANUARY – 31 MARCH 2003
· Acquisition of drug project in the cancer field from research group at the Karolinska Institute in Stockholm, Sweden.

· So far six target structures have been accepted into the collaboration with Oxford GlycoSciences.

· Patent applications submitted within the framework of the collaboration with GlaxoSmithKline and within the Protein array field.

· Net revenue for January – March 2003: SEK 16.8 million (18.0). Loss after net financial items for January – March 2003: SEK –20.8 million (–11.7).

· Cash flow from current operations and investment activity for January – March 2003: SEK –17.8 million (24.4). Liquid funds at year end: SEK 325.7 million (363.1). 

Operations BioInvent develops antibody-based drug candidates against diseases where there is a great need for treatments. The antibody field is a strongly growing segment in the pharmaceuticals market and is expected to account for a large portion of drug sales in the future. 

BioInvent’s technology platform provides a solid foundation for BioInvent and its partners to develop antibody-based drugs. The n-CoDeR antibody library makes it possible to quickly produce human antibodies with unique characteristics. Production takes place in a facility that is approved for the manufacture of biological drugs. BioInvent’s partners includes Antisoma, GlaxoSmithKline, Igeneon, ImmunoGen, Pharmacia and Oxford GlycoSciences.

Three types of projects BioInvent works with three types of development projects: proprietary drug projects, projects with external partners in the form of development partnerships, and development services. The main difference between the types of projects is the extent to which BioInvent participates in the value chain. The aim is to secure short-term revenue while creating prospects for long-term profitability through proprietary drug projects. 
Proprietary drug projects BioInvent has been focusing strongly on gaining access to unique target structures and developing antibody-based drugs against these. The overall strategy is to find target structures from academic and other innovative external environments. BioInvent is concentrating on indication areas that have significant medical needs.  

The Company is looking to find a development and commercialisation partner, in the early clinical phase, who will have primary responsibility for continued clinical development as well as marketing and distribution. An active partnership strategy provides individual projects with the technical and financial resources that are needed without tying up excessive amounts of BioInvent’s resources in individual projects.

The optimal timing for outlicensing of BioInvent’s drug candidates will be determined from case to case, based on cost, risk, skill requirements and the value in a further phase in the process being carried out by BioInvent. If it is deemed favourable, projects may even be outlicensed before they have reached the clinical phases.

Projects are currently underway in the following indication areas: 

HIV:  In 2002 BioInvent acquired the rights to develop and commercialise antibody-based drugs against HIV. The Company is focusing on special target structures on the so-called Tat protein. The Tat protein is vital for HIV’s ability to replicate itself. Antibody-based drugs against these target structures are expected to be able to block Tat activity so that the number of HIV particles in the blood of the patient can be reduced to such an extent that the development of the disease will be arrested. The first potential product candidates are currently tested regarding their ability to reduce the Tat activity in vitro.

Arteriosclerosis: BioInvent has also acquired the rights to develop antibody-based drugs against target structures associated with arteriosclerosis. The research group behind the target structures has shown that there are strong links between these target structures and inflammatory processes that lead to plaque formation in the vessel walls. Antibodies aimed at the relevant target structures are believed to be able to stabilise the plaque formation and possibly also reduce it. Pre-clinical data have been received that further strengthens the drug concept. 

Cancer: BioInvent’s partnership with Oxford GlycoSciences is focusing on the cancer field and provides the Company with access to target structures for the development of antibody-based drugs against cancer. Under the agreement, for a portion of these target structures, BioInvent can choose to increase its ownership in the respective projects to 50 per cent through joint development.

During the period, BioInvent launched a project to work on blocking the supply of new blood vessels to tumours thereby preventing the tumours from growing. The project is based on a target structure for which a patent application has been submitted that BioInvent acquired from a research group at the Karolinska Institute in Stockholm. The target structure is only expressed on normal cells in the new vessel that is being formed The formation of new vessels is crucial for the tumour’s growth and survival. Aiming antibodies at the target structure prevents the tumour from being supplied with new blood vessels and subsequently to grow.

In another project, in cooperation with an academic group at the Lund University, tumour-specific genes within particular B-cell tumours and the proteins they code for are being studied. The aim is to validate these proteins as target structures for antibody-based therapy.  

External development projects BioInvent is currently working with the following important partners:

Oxford GlycoSciences (OGS) In 2002 a development partnership with Oxford GlycoSciences (OGS) was initiated in the form of a three-year agreement for the development and commercialisation of antibody-based drugs. So far six antigens have been included in the programme. The parties are currently evaluating a number of antibodies against these. The projects are progressing positively and according to plan and is characterised by close cooperation between the Company’s researchers.

Glaxo​SmithKline Biologicals (GSK) Under the agreement with GSK, BioInvent delivers antibodies from the n-CoDeR antibody library for GSK’s research and development work. The partnership has resulted, among other things during the period, in the parties submitting a joint patent application.

ImmunoGen and Igeneon BioInvent’s collaboration with the US-based ImmunoGen is progressing according to plan after being extended in 2002. The collaboration with the Austrian company Igeneon was further extended during the period when new orders were placed. All of the relevant antibodies are in product candidates within the cancer field. 

Other important customers include Antisoma plc, CellControl Laboratories AG and Pharmacia Diagnostics AB.
Protein arrays  New patent applications have been submitted. Work on developing the conditions for commercialisation was intensified during the period.

Markets and the external environment Sales of antibody-based drugs increased by an estimated USD 4 billion in 2002, compared to USD 3 billion in 2001. The underlying trend continues to be strong with a large number – around 270 – of antibody-based drug candidates in clinical development. However, the limited availability of venture capital has forced many biotech companies to seriously review their priorities with respect to various projects and has, in the short-term, affected the progress of their development projects. 

Sales and revenue 

The net revenue for the January – March period amounted to SEK 16.8 million (18.0). Revenue is generated from development services and development partnerships. Revenue from these projects is recognised in relation to the level of completion. Apart from capacity utilisation, the revenue trend is dependent on how much value is generated in the projects during a given period and on the project mix during that period. Accordingly, net revenue figures can vary significantly from quarter to quarter.

The fall in revenue during the period is the result of a somewhat less favourable product mix and the fact that the value generated in some of the projects was slightly lower. 

The loss after net financial items for the January – March period amounted to SEK –20.8 million (-11.7). The result was affected by an increase in the Company’s research and development capacity and intensified marketing activity. The Group’s research and development costs for January – March amounted to SEK 32.5 million (24.5) after re-classification (see “Accounting principles” below).  

Depreciation according to plan of SEK 4.4 million (2.1) was deducted from the operating result during the period.

Financial position and cash flow

The cash flow for January – March from current operations and investment activity amounted to SEK –17.8 million (24.4). The difference is mainly due to the fact that non-recurring payments were received from customers during the corresponding period last year. As of 31 March 2003, the Group’s liquid funds amounted to SEK 325.7 million (363.1).

The shareholders’ equity amounted to SEK 373.4 million at the end of the period. The Company’s share capital was SEK 14.7 million and the equity/assets ratio at the end of the period was 90.1 per cent (88.0). The Group had no interest-bearing liabilities.

As of 31 March BioInvent had issued warrants for 606,850 shares, of which warrants for 652,650 shares were cancelled in March.

The Group’s accumulated unutilised loss carried forward as of 31 March 2003 amounted to SEK 229 million. No tax claim at any value relating to the loss carried forward has been entered into the accounts.

Investments

The Group’s investments in tangible fixed assets amounted to SEK 0.8 million (0.8).

The Parent Company

The net revenue for January – March amounted to SEK 16.8 million. The loss after net financial items for January – March amounted to SEK –20.8 million.

Accounting principles

This interim report has been prepared in accordance with the recommendation on interim reports (RR 20) issued by the Swedish Financial Accounting Standards Council. The accounting principles are the same as those used in the preparation of the most recent annual report. Starting from the beginning of this reporting period, however, a re-classification has been made in the income statement whereby the item “Cost of goods and services sold” had been removed. This has been done to achieve a better representation of the Group’s operations. The change has not had any impact on the result. BioInvent develops drug candidates within the Company and in cooperation with customers. The cost of development and production of antibodies has in the past been reported as cost of goods and services sold. Today, however, this resource is essentially an integrated part of the development of drug candidates where BioInvent owns part of the end product and is therefore included in the item “Research and development costs.”

Upcoming financial reports

BioInvent will present the following financial reports:

Interim reports

17 July and 16 October 2003

Financial statement for 2003

12 February  2004

Consolidated income statement in brief (SEK thousands)


3 MONTHS

2003

Jan.-March
3 MONTHS

2002

Jan.-March
12 MONTHS

2002

Jan.-Dec.






Net revenue
16,811
18,028
87,053






Operating costs




Research and development costs
-32,476
-24,486
-111,682

Sales and administrative costs
-8,612
 -9,186
 -37,983

Other operating revenue and costs
 20
 532
  196

Operating profit/loss
-24,257
-15,112
-62,416






Profit/loss from financial investments:
3,451
3,436
16,250






Profit/loss
-20,806
-11,676
-46,166






Earnings per share, average no. of shares, SEK*




 Before dilution
-0.71
-0.41
-1.60






Average no. of shares




 Before dilution (thousands)
29,476
28,144
28,939

 After full dilution (thousands)
29,476
28,160
28,940

*The outstanding warrants lead to no dilution of earnings per share, as a conversion to shares would lead to an improvement of earnings 

per share.

Consolidated balance sheet in brief (SEK thousands)


2003

31 March
2002

31 March
2002

31 Dec.

Assets






Fixed assets




Intangible fixed assets
18,159
-
19,726

Tangible fixed assets
41,743
39,221
43,816






Current assets




Inventories etc.
2,782
2,101
2,827

Short-term receivables
25,913
23,631
25,584

Liquid funds 
325,746
363,109
343,584






Total assets
414,343
428,062
435,537






Shareholders’ equity and liabilities









Shareholders’ equity
373,444
376,740
394,250

Short-term liabilities
40,899
51,322
41,287






Total shareholders’ equity and liabilities
414,343
428,062
435,537

Consolidated cash-flow statement in brief (SEK thousands)


2003

Jan.-March
2002

Jan.-March
2002

Jan.-Dec.

Current operations




Operating profit/loss
-24,257
-15,112
-62,416

Depreciation
4,429
 2,062
 13,475

Interest received and paid
3,451
  3,436
 16,250

Cash flow from current operations 

before changes in working capital
-16,377
-9,614
-32,691






Changes in working capital
-672
 34,836
 22,122

Cash flow from current operations
-17,049
 25,222
 -10,569






Investment activity




Acquisition of intangible fixed assets
-
 -
-22,501

Acquisition of tangible fixed assets
-789
 -775
-14,008

Cash flow from investment activity
-789
-775
-36,509






Cash flow from operations
-17,838
24,447
-47,078






Financing activity




New share issues
  -
  - 
  52,000 

Cash flow from financing activity
-
-
52,000

 




Change in liquid funds
-17,838
24,447
4,922

Liquid funds at end of period
325,746
363,109
343,584

Changes in shareholders’ equity for the Group (SEK thousands)



Share capital
Share premium reserve
Other restricted reserves
Accumulated loss
Total








Shareholders’ equity on 31 December 2001
14,072
445,170
100
-70,926
388,416








Profit/loss for the period



-11,676
-11,676

Shareholders’ equity on 31 March 2002
14,072
445,170
100
-82,602
376,740








Directed new share issue
666
51,334


52,000

Transfer between restricted and unrestricted reserves

49,181
-100
-49,081
0

Profit/loss for the period



-34,490
-34,490

Shareholders’ equity on 31 December 2002
14,738
545,685
0
-166,173
394,250








Profit/loss for the period



-20,806
-20,806

Shareholders’ equity on 31 March 2003
14,738
545,685
0
-186,979
373,444

  The share capital as of 31 March 2003 was 29,475,556 shares with a nominal value of SEK 0.50.

Key financial ratios 


2003

31 March 
2002

31 March 
2002

31 Dec.






Shareholders’ equity per share at end of period, SEK




   Before dilution
12.67
13.39
13.38

   After full dilution
12.67
13.38
13.38






Number of shares at end of period




   Before dilution (thousands)
29,476
28,144
29,476

   After full dilution (thousands)
29,476
28,160
29,476

 




Equity/assets ratio, %
90.1%
88.0%
90.5%

Number of employees at end of period
126
111
130

Lund, 10 April 2003

Svein Mathisen, President and CEO

We have briefly examined this interim report for the period 1 January 2003 – 31 March 2003 in accordance with the recommendation issued by the Swedish Institute of Authorised Public Accountants (FAR). A brief examination is very limited compared to a full audit. We have found nothing to indicate that this interim report does not meet the requirements of the stock exchange and annual accounts laws.

Lund, 10 April 2003

ERNST & YOUNG AB

Åke Stenmo

Authorised Public Accountant

Contact: 

Any questions regarding this report will be answered by: 

Svein Mathisen, President and CEO, +46 (0)46 286 85 67, mobile +46 (0)708 97 82 12 or 

Jonas Källmén, CFO, +46 (0)46 286 38 12, mobile +46 (0)708 77 48 07.

The report is also available at www.bioinvent.com
BioInvent International AB (publ.)

Co. reg. no. 556537-7263
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